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WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

X-3688

Apl”ll 7 » 1923-

SURJECT: Rules governing ex-minations of Stats member banks.

Dear Sir:

It appears that some of the Faderal Reserve Ianks are
making examinations of State member banks without zssessing the costs
thereof against the banks examined as requirsd by ths terms of Sec-
tions 9 and 21 of the F:deral Reserve Act, znd the Fsedaral Reserve
Board feels that this practice should be discontinued.  After care-
ful consideration of the quastions of policy and law involvad, and
the varying practices of the diffsrznt Federal Lsszrve Banks, the
Board has adoptad trhe following rul:s to govern the 2xomination of
State member banks by all Fedaral Resarve Banks, affactive on and
after May 1, 1923:

1. Whensver the directors cf a Federal Reserve Bank shall
approve the sexaminations made by the State authoritiss, such examina~-
tions and the reports thersof may be accepted by ths Fedsral Ressrve
Bank in lieu of their own axaminations; and in such casss no costs
may be assessed against the member vank by th: Federal Reserve Bank.

2. Federal Reserve Banks may make their own =xaminctions of
State member banks whenever thay consider it nacessary to do sc, and
the expenses of all such examinations must b2 assessed against the
banks examined. '

3 Whenzaver it is nscessary, = Faderal Reserve Doank may, if
convenient,on request of the State wnring authoritiesg furnish zxaminers
and assistants to assist them in th: conduct of their sxumination of a
member States bank and shall require reimbursament by the State authori-
ties for the services and sxpensas of all examiners and assistonts so
furnished. '

L. 'Therz ars certuin kinds of inuspenasnt invastigations or
inquiries which a Fedsral Reserve Bank may usefully and properly
meke of member banks which would not constitutz sxaminations within
the meaning of ths Faderal Reserve Act and the costs of which, there-
fore, nzed not bs assessed against the bank 2xamined; to-wit: in-
vestigations of membzar banks with branch:s for ths purpose ¢f find-
ing out th2 nature of the organizaticn und the extent of coordination
betwssn the hoad office and branches, and inquiries with respsct to
"discounts, advancemsnts and accomrodations” whick have been sxtended
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to or applied for by any member bank.

5« On the other hand, any gensral investigation of a member
bank by a Federal Reserve Bank for the purpose of determining: (1)
the solvency of ths member barnk, or (2) the general lines of credit
which are bzing extended by it, should be deemed to constitute an
examination within the meaning of the Federal Reservs Act and the
costs thersof must be assessed against the membsr bank.

The Board will expect the Federal Reserve Agents to see that
these rules are strictly complied with by their respsctive Federal
Reserve Banks, both in latter and in spirit.

.
By order of the Federal Reserve Board.

Very truly yours,

Wm. W. Boxton,
Secretary.

TO ALL FEDERAL TESTRVE AGENTS.
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